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STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

ASSETS

Current Statement Date 4
1 2 3
Net Admitied
Nonadmitted Assets (Col. 1 Prior Year Net
Assels Assets minus Col. 2) Admitted Assets

1. Bonds ................. 10,4089 | 10,140,899 {........ 3,203,495
2. Stocks:

24 Preferred socks ... e

2.2 Common SockS ... . e e
3. Mortgage loans on real estate:

3 FSlleNS e e

3.2 Otherthanfitstliens ... ... .
4. Realeslate:

4.1 Properties occupied by the company (less §................encumbrances) ... T UDUN ST SUTPETRIEE NPT SURUPURI

4.2 Properties held for the production of income (less § ... .......... encumbrances) ... B POt R s

4.3 Properties held for sale {less§ .................encumbrances) ....................... Y P A
5. Cash{$..... 8531431}, cashequivalents (§ ...

and short-term investments (5 ... AL000 ) o et 4 11,651,431 ... 18,172,805
6. Contractloans (including$ ................. premiumnotes) ... R IS DOTOUTUUURUPITI
7. Otherinvesied assefs ... . e
8. Recevables forsecurities ... ..
§.  Aggregate write-ins forinvested assels ... [ U PRSP FOUU RO PUR
0. Subtotals, cash and invested assets {Line ttoline9) ........... F PO SRR 247030 L 24,192,330 |....... 21,376,300
1. Tileplantstess$.................. charged off (for Title inswrers only) ... B P Y R Y E PR
2. lnvestmentincome dug and acCrued ... e 72,908 3. IO 72,99 ... 33,315
13, Premiums and considerations:

3.1 Uncoliected premiums and agents' balances in the course of coflection .................. e e

13,2 Deferred premiums, agents' balances and instaliments booked but deferred and not yet due

{including$ ................. eamed but unbilled premiums} ... P N IO B DY D PIN

3.3 Accrued relrospective PTEMIUMS ... .. N FOOTUDR FUUNRIY POPDUERURUPPUPI
4. Relnsurance:

4.1 Amounis regoverablefrom reinsurers ... P JE TR DT P SN FISOTOUSPIETITS F TP

4.2 Funds held b;f or deposited with reinsured companies .. ... e

4.3 Other amounts receivable under refnsurance contracts ... B Y P
5. Amounts receivable refating to uninsured plans ... 8,305,984 | 6,305,984
16.1  Curent federal and foreign income tax recoverable and inferest thereon ... TS EU R
16.2 Netdeferredfaxassel ... b
17, Guaranty funds receivable or ondeposit ... ... ... S S O D PPN
8. Electronic data processing equipment and software ... ... 684,168 |......... 884,158 1.
19, Fumiture and equipment, including health care defivery assels (§ ............ J o [ I 208,667 |......... 208,867 j..........f
20, Net adjustment in assets and liabiities due to foreign exchange rafes ...
21, Receivables from parent, subsidiaries and affiiates ... ... 87,387 (.......... 25,000 4.......... 62,387 |......... 381,112
22, Healthcare (§........ 190,737 } and other amounts receivable ... ... T RN U 0742 4. ... 200387 1........... 7,080 4,352,007
23.  Aggregate write-ins for other than invested assets ....................... B R RUP U RPEURUPRY FOPRPR 61,219 |......... 691,219 |
24 Total assets excluding Separate Accounts, Segregated Accounts and Protected Celf Accounts (Line 10to Line 23) ...........|....... 30,010,076 |........ 1,769,431 |. ... 28,240,645 ... 26,142,734
25, From Separate Accounts, Segregated Accounts and Protected Celf Accounts ...
2. TOTAL (line24andLline5) ..... U RN UT RO NUTUUUPPRINE IUPRRO 30,010,076 |..... .. 1,769,431 |....... 28,240,845 {....... 26,142,734
DETAILS OF WRITE-INS
O S PP OTPIUDE FOPPRUPRTUNURN FOUUPIURTIUREIY SUUTRUUURTURITY PO
2301. Prepaid Expenses ... Ao 54219 ... . A8 F ]
L Rl
2398, Surnmary of remaining write-ins for Line 23 from overflow page ...
2399. Totals {Line 2301 through Line 2303 plus Line 2398} (Line 23 above) ...




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

LIABILITIES, CAPITAL AND SURPLUS

1. Claims unpaid (less$ ... ... reinsuranc
2. Accrued medical incentive pool and bonus amounts . .
3. Unpaid claims adjustment expenses...............
4. Aggregate health policy reserves ... ..

5. Aggregate life policy reserves

10.1 Current federal and foreign income tax payable and interest thereon {including §

realized capital gains (losses))

10.2  Netdeferred tax liabilty. ... .. ... ... ..

4. Borrowed money {including § .
{including$ ...

16.  Payable for securiies . ............... ...
17, Funds held under reinsurance treaties with ($

$ o unauthorized reinsurers). ...
18, Rel in ized companies. ... ...

19, Netadjustments in assets and iabiliies due fo foreign exchange rates. ... ..

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total

eceded) ...

...authorized reinsurers and

20. Liability for amounts held under uninsured accident and healthplans. ... |....... 8478 [ 834,716
21, Aggregate write-ins for other iabilies {including $ ...............cureent). ...
22, TotaHabifiies {Line Ttoline 21) ... 2484458 L RN 5,023,7%
23. Aggregate write-ins for special surplus funds. ... ... . XXX XXX
2. Commoncapital Stock. ... XXX XXX
25, Preferred capltal stock ... XXX XXX b
2. Gross pald inand contributed surplus. ... XXX XXX 3,609,498 |...... 3,699,498
20 SUPIIS NOES ... XXX XXX |
28, Aggregate write-ins for other than special surplus funds ... XXX XXX
29, Unassigned funds {Surplus) ... XXX XXX 22,056,686 |...... 17,418,440
30.  Less treasury stock, at cost:
WA shares common {value included inLine 24$ ................. Ve XXX XXX |
B2 shares preferred (value included intine 258 ................ Voo . XXX XXX

31, Total capital and surplus {Line 23to Line 29minus Line 30} .. ... XXX XXX 25,756,184 |. ... 21,118,938
32. Total Liabilities, capital and surplus {Line 22and tine 31). ... XXX XXX | 28,240,642 . 26,142,734

DETAILS OF WRITE-INS

2101,

2102.

03,

2198. Summary of remaining write-ins for Line 21 from overflow page .

2199 Totals (Line 2101 through Line 2103 plus Line 2198) {

Line 21 above)

2301 XXX XXX
2302. XXX XXX
2303. XXX XXX
2398.  Summary of remaining write-ins or Line ow p . XXX XXX
2399, Totals (Line 2301 through Line 2303 plus L!ne 2398) {Line 23 above) .................. XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX
XXX XXX




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.
STATEMENT OF REVENUE AND EXPENSES

Current Year to Date Prior Year to Date
1 2 3
Uncovered Total Total
t. Member Months XXX 1,152,980
2. Net premium income (including$ .............. . non-health premiumincome) ... . XXX
3. Change in uneamned premium reserves and reserve forratecredits ... XXX
4. Fee-forservice (netof§.............. .medical expenses) ................ P XXX
5. RISKFBYONUR ... XXX
6. Aggregate write-ins for other health care refated revenues ... XXX
7. Aggregate write-ins for other nen-healthrevenues ... XXX
8. Totalrevenues {Line2tobine 7) ... ... XXX
Hospital and Medical:
9. Hospital/medical benefifs ... .. . b
10, Other professional SBIVIES ... ... e e
o Quisidereferrals ... .o e
12, Emergency room and 0UMOH-BI83 ... e
130 Prescriplion drugs ... e
14, Aggregate write-ins for other hospital and medical ... ...
15.  Incentive pool, withheld adjustments and bonus amounts ... ... e
16, Subtotal {(Line StoLine 18] .. oo b
Less:

17, Nef TBINSUTANCE TBCOVBTIBS ... .. ... oot
18.  Total hospital and medical {Line 1B minusLine 17) ... oo
19, Non-heatth claims (et} ... e
2. Claims adjustment expenses, including$ ................. cost cotainment 8XPENSES ... o L 143,309 | 3,083,974
21, General administrative 8XPENSES .. ... i i e (5,379,209} ........ {10,408,590)
22, Increase in reserves for life and accident and health contracts {including $

reserves forfife only) .
23, Total undenwriting deductions {Line 18 through Line 22} .......................... J PPN (3,943,980 .. .. (7,324 816)
24, Net underwriting gain or (loss) (Line Sminustine 23) ... TR XXX 3,943,900 | 7,324,816
25, Netinvestment INCOME BAIMEA ... .. ... oot HEG | 247,606
26. Nt realized capital gains (losses) less capital gains taxof § ... UUUUTUTRUER PRI SUERIURE RETPRIUUIOURI
27, Netinvestment gains {fosses) (Line 25 plus Line 26 ... ... ..o viin i 345,954 ... 247,606
28, Net galn or (loss) from agents' or premium balances charged off [{amount recovered §

{amount charged off § ................. ]
29, Aggregate write-ins for other inCOMe OF BXPENSES ... o 58973 1. 783,223
30. Netincome or (loss) after capital gains tax and before all other federal income taxes

{Line 24 plus Line 27 plus Line 28 plus Line 29) XXX 483,97 ... 8,355,445
3t Federal and foreign income taxes incurred ... XXX e
32. Netincome {loss) (Line 30minusLine 31) ... ... XXX O 4838917 ... 8,355,445

DETAILS OF WRITE-INS
0601, ...

. Summary of 9 . .
. Totals {Line 1401 through Line 1403 plus Line 1498} {Line 14 above) B

s for Line 14 from overflow ‘pégé N

" Totals (Line 2001 through Line 2903 plus Line 2098} {Line 29 above) .

Other Revenue ..

e 29 from overflow page




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

STATEMENT OF REVENUE AND EXPENSES (continued)

) 1 2 3
CAPITAL AND SURPLUS ACCOUNT
Current Prior Year
Year o Date To Date Prior Year

33, Capital and surplus prior reporting Year ... 248,907 ... 2,418,907 |...... 13,017,648
GAINS AND LOSSES TO CAPITAL AND SURPLUS
34, Netincome (foss) fromLine 32 ... L 48T 2,480,326 [....... 8,355,445
3. Change in valuation basis of aggregate poficy and claims reserves ... .o
3. Change in net unrealized capital gains (losses) less capilal gaims tax of $ ... bt o4
3. Change in net unrealzed foreign exchange capital gain or (108).................................................\.oooooooobo
3. Changeinnetdeferred income tax ...
39, Change fnnoradmifled @ssefs..................... (10,903) ... (378,250)]. .. ... 755,814
40. Change inunauthorized feinsurance. ...
1. Changeinlreasury stock ...
42 Changen SUMPUS ROteS ... {1,000,000)
43, Cumulative effect of changes in accounting principles ...\
44, Capital Changes:

M Paidin.

4.2 Transferred from surplus (Stock Dividend) .. ...

B3 Translerred o SUIIS. ...
45, Surplus adjustments:

BB Paldin..

4.2 Transferred to capital {Stock Dividend) ...

45.3 Tranferred fromcapifal ... e
46, Dividends fostockholders. ...
47. Aggregate write-ins for gains or (105Se8) I SUIPIUS ... {10,000)
48. Nefchange in capital and surplus (Line 34to Line 47} ... 4,828,014 ... 2,082,005 |....... 8,101,258
49. Capital and surplus end of reporting period (Line 33plusLine d8) .. 25,4691 ... 4,200,982 ...... 21,118,907
DETAILS OF WRITE-INS
AT0T. {10,000}
A02.
L RSO TS RUUUUURURRURE JUEOEEOURRURY FURRRRRRERUY SORRRRRRRRRN
4798, Summary of remaining write-ins for Line 47 from overflow age . ..............o..ooooi
4798, Totals (Line 4701 through Line 4703 plus Line 4798) {Line 47 above) ... {10,000




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

CASH FLOW

i 2
Current Year
ToDate Prior Year

Cash from Operations

. Premiums collected net of reinsurance......
. Netinvestmentincome............
. Miscellaneous income ... ...

[RF PN

4. Total (Line THIOUGHLINE 3) oo oo e B85 | 886,723

. Benefit and loss refated payments ................
. Net transfers to Separate, Segregated Accounts and Protected Cell Accounts
. Commissions, expenses paid and aggregate write-ins for deductions ..
. Dividends paid to policyholders .........................

. Federal and foreign income taxes paid (recovered) § .

(11 0, 324)

@ oot o

0. Total {Line Sthrough LI} ..o {1,685,999)1.............. {11,920,324)

11, Net cash from operations (Lined minusLine 10} ... ... 28184 1. 12,807,047

Cash from Investments

12, Proceeds from investments sold, matured or repaid:
120 Bonds ... ..o 2,081,492
12.2 Stocks....... O
12.3 Mortgage loans .
12.4 Redlestate...
12.5 Other invested s
12.6  Net gains or {losses) on cash, cash equivalants and
12,7 MisCellaneous ProceeAS ... .. ... e

12.8  Tofal investment proceeds (Line 12,1 through Line 12.7) ... 2,061,402 [

13, Costof investments acquned (icng erm ony)
3.1 IR

BN e L B8B4G
13.2 Siocks .
13, Mongagetoas

3

4 Real estate .

13.5  Other invested assets .
[

= 904
Miscellaneous applications.........................

13.7 Total investments acquired {Line 13, 1through Line 13.8) ... oo 304,750 [

14, Netincrease or {decrease} in contract loans and premium notes

15, Net cash from investments {Line 12.8 minus Line 13 TminusLine 14} ...................... S Y O (9,333,268)1.................. (14,283)

Cash from Financing and Miscellaneous Sources

16. Cash provided (appiied)
16.1

6.1 Surplus noles, capital notes . .

16.2 Capital and patd in surplus, less treasury stock .

16.3 Borowedfunds .............

16.4  Net deposits on deposit-type contracts and other i insurance liabi
6.5 Dividends to stockholders

6.6 Other cash provided {applied} ................

17, Net cash from financing and miscelianeous sources (Line 16.1 through Line 16 4 minus Line 16.5plusLine 16.6) ... ... (1,009,800}

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18.  Net change in cash, cash equi and short-term investments {Line 11 plus Line 5 plusLine 17) ............. D U OS SUR P URNDIT EUPUTEEROSN (6,524,374} ............... 11,762,994
19. Cash, cash equivalents and short-term ts:
19.1 Begmnmgofyear . Lo BAT2805 6,389,811
18.2 Endof period {Line 1 p!us Line 9., 1) Cestd3t L 18,172,805

Note: Supplemental disclosures of cash flow information for non-cash transagtions:

20.0001
20,0002
20.0003




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

CASH FLOW, Line 20 (Continued)

1

Current Year
To Date

2

Prior Year Ended
December 31

6.1
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STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.
NOTES TO FINANCIAL STATEMENTS

Quarterly Statement as of June 30, 2005 of Memphis Managed Care Corp

1. Summary of Significant Accounting Policies

A. Accounting Practices
The financial statements of Memphis Managed Care Corporation
Have been prepared in accordance with the NAIC Accounting
Practice and Procedure Manual except to the extent that state law
Differs.
The company, at the direction of the Commissioner of Insurance of
the State of Tennessee for the period Jan — June
2005, on report #2A records claims reimbursements and
administrative reimbursements as premiums, instead of netting
them against claims and general administrative expenses
respectively as required by SAP

B. Use of Estimates in the Preparation of the Financial Statements
"The preparation of financial statements in conformity with the
Quarterly Statement Instructions and Accounting Practice and
Procedures manual requires the use of management’s estimates.
1)  Short-term investments are stated at amortized cost.
2)  Bonds are stated at amortized cost using the effective interest method.
3) The company does not hold common stock.
4)  The company does not hold preferred stock.
5)  The company does not hold mortgage loans.

6)  The company does not hold loan-backed securities.

7)  The company does not hold investments in subsidiaries,
controlled and affiliated companies.

8)  The company does not have minor ownership interests in joint
ventures.

9)  The company does not carry derivatives.

2. Accounting Changes and Corrections of Errors
A. Disclosure of material changes in accounting principles and or errors
N/A
3. Business Combinations and Goodwill
A. Statutory Purchase Method
N/A
B. Merger
N/A
C. Impairment Loss

N/A
Discontinued Operations
N/A
Investments
A.  Mortgage Loans

N/A




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.
NOTES TO FINANCIAL STATEMENTS

10.

B. Debt Restructuring
NA

C.  Reverse Mortgages

N/A

D.  Loan Backed Securities
N/A

E. Repurchase Agreements
N/A

Joint Ventures, Partnerships and Limited Liability Companies
N/A

Investment Income

A, NA

B.  Total Amount excluded was $0

Derivative Instruments

Income Tax

A. Components of net deferred income tax asset or liability
N/A

B.  DTLs not recognized

N/A
C.  Significant components of income taxes incurred
N/A
D.  Significant reconciling items of income taxes incurred
/A

E(1). Operating loss and tax credit carry fowards

N/A

E(2). Recoupment of Income taxes available in the event of furture losses
N/A

F Consolidated federal Income tax return
N/A

Information Concerning Parent, Subsidiaries and Affiliates

A.  The company is jointly owned by The Regional Medical Center (The
Med) & University of Tennessee Medical Group (UTMG).

B.  Description of transactions
N/A

C.  Dollar amount of Transactions
N/A

D. At June 30,2005 the company had $75,887 due from The Med for MedCall & MRI services rendered and
11,500 from UTMG for Medcall services.

10.1



STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

NOTES TO FINANCIAL STATEMENTS

12.

13.

Debt

Guarantees or undertakings for the benefit of an affiliate

N/A

Description of any material management contracts with related parties
N/A

Ownership in the company is 50% The Med, 50% UTMG

Amount deducted from the value of an upstream intermediate entity
N/A

Investment in SCA in excess of SCA entity

N/A

Investment in SCA entity

N/A

Capital Notes
N/A
Other Debt

N/A

Retirement Plans, Deferred Compensation, Post employment Benefits and
compensated Absences and other Postretirement Benefit Plans

Defined Contribution Plan

N/A

Multiemployer Plans

N/A

Consolidated/Holdings Company Plans

N/A

Post employment Benefits and Compensated Absences

N/A

Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi
Reorganizations.

1) The company has

2) The company has no preferred stock outstanding

3) Dividend Restrictions — N/A

4) Restrictions on unassigned Funds — None

5) The State of Tennessee requires the company to hold
statutory deposits in the amount of 3,200,000

6) For mutuals, and similarly organized companies the total
amount of advances to surplus not repaid. - N/A

7) Total Amount of Stock Held by the company — N/A

8) Changes in special surplus funds — N/A

9) Portion of unassigned funds (surplus) represented or
reduced by each of the following items:

a. Unrealized gains and losses - N/A
b. Nonadmitted assets 1,578,694
¢.  Stock purchase warrants N/A

10) Surplus Notes

10.2



STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.
NOTES TO FINANCIAL STATEMENTS

11) Impact of the restatement in quasi reorganization — N/A
12) Effective Date of a quasi reorganization — N/A

14. Contingencies
A. Contingent Commitments
N/A
B. Assessments
N/A
C. Gain Contingencies
N/A

D. All Other Contingencies

15. Leases
A. Disclosures related to lessee leasing arrangements
N/A
B. Disclosures related to lessor leasing arrangements
N/A
16. Off Balance Sheet risk
1) The company has no financial instruments with off balance
sheet risk.
2) The company does not use swaps, futures or options.
3) The company has no financial instruments with off balance
sheet risk, and no counter party exposure.
4) The company has on financial instruments subject to credit

risk.

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of
Liabilities

A. Transfer of Receivables reported as Sales
WA

B. Transfer and Servicing of financial Assets
NA

C. Wash Sales
N/A

18.  Gain or Loss to the company from Uninsured A&H Plans and Uninsured
Portion of Partially Insured Plans

A. ASO Plan

The Gain from Operations from ASO uninsured plans and uninsured
portion of partially insured plans was as follows during 2005:

O] @ (3)
Uninsured
ASO Portion of
Uninsured Partially Insured Total
Plan Plans ASO
a.  Net reimbursement for Administrative
Expenses (including Administrative Fees)
In excess of Actual Expenses $ 14,858,640 $14,858,640

10.3



STATEMENT AS OF JUNE 30, 2605 OF THE Memphis Managed Care Corp.

NOTES TO FINANCIAL STATEMENTS

Total Net Other Income or Expenses
(Including Interest paid to or received from

plans) $ $
Net Gain or Loss from Operations
Total Claim Payment Volume $164,914,124 $164,914,124
B. ASC Plan
N/A

19.

20.

21.

22.

23.

24,

25.

26.

27.

C. Medicare or Other Similarly structured cost based reimbursement Contact:
N/A

Direct Premium Written/Produced by managing general agents/third Party
Administrators

NA
Other Items
A. Extraordinary Items
N/A
B. Troubled Debt Restructuring
N/A
C. Other Disclosures
None
Events Subsequent
N/A
Reinsurance
N/A
Retrospectively Rated Contracts
N/A
Organization and Operations
Memphis Managed Care Corporation was incorporated as a non-profit

organization in 1993. The board of directors has equal representation from
both The med and UTMG (owners).

Salvage and Subrogation
N/A

Change in Incurred Claims and Claim Adjustment Expense

Minimum Net Worth

The company must maintain the larger of the minimum net worth of
$1,500,000 or 4% of the first $150,000,000 in premium and 1.5% in excess of
that amount, as reported on the most recent Quarterly Statementfiled with the
Tennessee Department of Coramerce and Insurance.

Calculated
Net Premium Revenue Requirement
Up To 150,000,000 150,000,000.00 4% 6,000,000.00

10.4



STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.
NOTES TO FINANCIAL STATEMENTS

>150,000,000 246,665,509.00 1.5% 2,948,029.61
Total 396,665,509.00 9,699,982.00

10.5
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7.1

STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted )

PART 1 - COMMON INTERROGATORIES

GENERAL

Did the reporting entity implement any significant accounting poficy changes which would require disclosure in the Notes fo the Financial Statements?

if yes, explain:

Yes { } No (X)

Did the reporting entity experience any material fransactions requiring the ing of Disclosure of Material Transactions with the State of Domiclle, as required by the

Model Act?

Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the reporting

entity?

lfyes, date of change:

If not previously filed, furnish herewith a certified copy of the instrument as amended.

Have there been any ial changes in the

ional chart since the prior quarier end?

1f yes, complete the Schedule Y - Part 1 - organizational chart,

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

Ifyes, provide name of enfity, NAIC Company Code, and state of domicile {use two letter state abbreviation) for any entity that has ceased to exist as a result of the

merger or consofidation.

1
Name of Entity

2
NAIC Company Code

3
State of Domicle

1f the reporting entity is subject to a management agreement, including third-party administrator (), managing general agent(s) , attorney-in-fact, or similar agreement,
have there been any significant changes regarding the terms of the agreement or principals nvolved?

If yes, attach an explanation.

Stale as of what date the latest financial examination of the reporting enfity was made or is being made.

7.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting enfity.
This date should be the date of the examined balance sheet and not the date the report was complsted or released.

7.3

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the reporting entity.

This is the refease date or completion date of the examination report and not the date of the examination {balance sheet date} .

7.4 Bywhat department or departments?

TDCH

8.1 Has this reporting entity had any Certificates of Authority, licenses or registrations {including corporate registration, if applicable) suspended or revoked by any
governmental entity during the reporting period? (You need not report an action, either formal or informal, if a confidentiality clause is part of the

agreement. )

8.2 ifyes, give fullinformation

() No () NIA (X

07/31/2001
03/31/2001

1073112002

9.1 s the company a subsidiary of a bank holding company reguiated by the Federal Reserve Board?

9.2 Ifresponse to9.1is yes, please identify the name of the bank holding company.

Yes { ) No {X)

9.3 s the company affifiated with one or more banks, thrifts or securities firms? Yes { } No (X}
9.4 Ifresponse fo 9.3 is yes, please provide below the names and location {city and state of the main office) of any affiliates requlated by a federal requlatory services agency

{i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of Thrift Supervision (OTS), the Federal Deposit insurance

Corporation (FDIC) and the Securities Exchange Commission {SEC)] and identify the affifiate’s primary federal regulator.

1 2 3 4 5 [} 7
Location
Affiliate Name (City, State) FRB 0ce 078 FDIC SEC
FINANCIAL

10.1 Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes { ) No (X)
10.2 Ifyes, indicate the amounts receivable from parent included in the Page amount: S



STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

GENERAL INTERROGATORIES (continued)

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted.)
INVESTMENT

11,1 Has there been any change in the reporting entity's own preferred or common stock? Yes { ) No {X}

o

If yes, explain

=

Were any of the stocks, bonds, or ofher assets of the reporting entity loaned, placed under option agreement, or ciherwise made available for use by ancther person?
{Exclude securities under securities fending agreements. } Yes { ) No (X}

I
o

if yes, give full and complete information refating therefo:

13, Amount of real estate and mortgages held in other invested assets in Schedule BA: S o
1. Amount of real estate and mortgages held in shori-term investments: § o
15.1 Does the reporting entity have any investments in parent, subsidiaries and affifates? Yes () No (X)
5.2 ifyes, please complete the following:
1 2
Prior Year-End Book/ Current Quarter
Adjusted Carrying Value Statement Value
15.21 Bonds ..... $ . $ .
15.22 Preferred Stock .. § . § .
15.23 Common Stock ............ $ $
15.24  Short-Term Investments . . § . $
15.25 Mortgages, Loans or Real Estate .. $ . $
1526 AlOther ..................... TR U § . $
15.27 Total Investment in Parent, Subsidiaries and Affiiates (Subtotal Line 16.21 to Line 15.26) . . § . $
15,28 Total Investment in Parent included in-Line 15.21to Line 15.28above ...l L. $
16.1 Has the reporting entity entered into any hedging transactions reported on schedule DB? Yes () No {X)
16.2 1fyes, has a comprehensive description of the hedging program been made avallable to the domiciiary state? Yes () Ne ()
i no, attach a description with this statement.
17, Excluding items in Schedule £, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety deposit boxes,
were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodfal agreement with a qualified bank or trust company in
accordance with Part 1-General, Section 1Y, H-Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes { ) No (X}
7.1 For all agreements that comply with the requirersents of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian Address
17.2 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name, localion and a complete explanation:
1 2 3
Name(s) Location{s} Complete Explanation{(s)
7.3 Have there been any changes, including name chianges, in the custodian(s) identified in 16.1 during the current quarter? Yes () No (X}

7.4 1 yes, give full and complete information refating thereto:

1 2 3 4
: Date
QOld Custodian New Custodian of Change Reason

17.5  Identify all investment advisors, brokers/dealers or individuals acting on behalf of brokers/dealers that have access to the investment accounts, handie securities and have authority fo make investments
on behalf of the reporting entity:

1 2 3
Central Registration Depository Name (s} Address

18.1  Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes { ) No (%)

18.2 1fno, fist exceptions:

111




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

GENERAL INTERROGATORIES - Line 5.2 (Continued)

1
Name of Enfity

2
NAIC Company Code

3
State of Domicile

GENERAL INTERROGATORIES - Line 9.4 (Continued)

1
Affiliate Name

2
Location (City, State}

FRB

4
ace

5 6
018 FDIC

1
SEC

GENERAL INTERROGATORIES - Line 17.1 (continued)

1
Name of Custodian{s)

2
Custodian Address

GENERAL INTERROGATORIES - Line 17.2 (continued)

2

3
Complete Explanation{s)

Name(s) Location(s)
GENERAL INTERROGATORIES - Line 17.4 (continued)
1 2 3 4
Oid Custodian New Custodian Date of Change Reason

GENERAL INTERROGATORIES - Line 17.5 (continued)

1
Cenfral Regisiration
Depository

2

Name(s)

3
Address

"7




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

SCHEDULE A - VERIFICATION

Real Estate

1 2
Prior Year Ended
Year To Dale December 31

. Book/adjusted carrying value, December 31 of prioryear ...
. Increase (decrease) by adjustment .~

. Costofacquired ... ... ... ..
Cost of additions to and permanent improvements .
. Total profit {loss) onsales.................
. Increase (decrease) by foreign exchange adjustment
. Amount recefved on sales .
. Book/adjusted carrying value al end of current penod
. Total valuation allowance .. ..
. Sublotaf {Line 8 plus Line 8}

. Total nonadmitted amounts
. Statement value, current period (Page 2, real estate lines, Net Adrmitted Assets co!umn) .

SCHEDULE B - VERIFICATION

Mortgage Loans

1 2
Prior Year Ended
Year To Date December 31

. Book value/recorded investment excluding accrued interest on mortgages owned, December 31 of prioryear ... ...

2. Amount loaned during period:

© o D 1 B

10.
11.
12.
13.

2.1, Actual cost at time of acquisitions

2.2, Additional investment made after acquisitions . ..
. Accrual of discount and mortgage interest points and commitment fees ..
. Increase {decrease) by adjustment
. Total profit {loss) onsale ................
. Amounts paid on account of in full during the period
. Amortization of premium ...,
. Increase {decrease) by foreign exchange adjustment .. ...
. Book value/recorded investment excluding accrued inferest on mort gages owned al end of current penod

Total valuation allowance
Subtotal (Line 8 plus Line 10) .
Total nonadmitted amounts

Statement value of mortgages owned at end of current period {Page 2, mor‘gage ines, Net Admitted Assets column) vvvvvvvvvvvvv

SCHEDULE BA - VERIFICATION

Other Invested Assets Included in Schedule BA

1 2
Prior Year Ended
Year To Date December 31

. Book/adjusted carrying value of long-term invested assets owned, December 31of prioryear ...
- Cost of acquisitions during period:

2.1, Actual cost at time of acquisitions .

2.2, Additional investment made after acqu:st jons .
. Accrual of discount
. Increase {decrease) by adjustment .
. Total profit {loss) onsale ............
. Amounts paid on account or in full during { ih o
. Amortization of premium _............... . .
. Increase {decrease) by foreign exchange adjustment..........................
. Book/adjusted carrying value of long-term invested asses al end of current period ..
. Total valuation allowance
. Subtotal (Line 8 plus Line 10} .
. Total nonadmitted amounts .
. Statement value of long term invested assefs al end of current penod (Page 2, Line 7, Column 3} ..

SCHEDULE D - VERIFICATION

Bonds and Stocks

1 2
Prior Year Ended
Year To Date December 31

O B i O T A D B3

BRI

. Accrual of discount ... ... ..

. Increase (decrease} by adjust ment .
. Increase (decrease) by foreign exchange adjus ment .
. Total profit {loss) on disposal ............ . .
. Consideration for bonds and stocks disposed of . e 1,500,004 4.

. Book/adjusted carrying vajue of bonds and stocks, December 31 of prioryear........... -

Cost of bonds and stocks acquired . .

. Amortization of premium .

. Book/adjusted carrying value current penod

. Total valuation aflowance ...............
. Sublotal {Line 9 plus Line 10) ...
. Total nonadmitted amounts ...
. Statement value

3,203,495 ... 2,968,950
5006 | 2641531
e |
(7598)

U 3205,495
U334

791 |
10,140,899
10,140,899

........ 10,140,809 |......... 3,203,498
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STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity

During the Current Quarter for all Bonds and Preferred Stock by Rating Class

1 2 3
Book/Adjusted
Carrying Value Dispositions
Beginning of During

Current Quarter | Current Quarter | Current Quarter

Non-Trading
Activity During
Current Quarter

5

Book/Adjusted
Carrying Value
End of
First Quarter

6

Book/Adjusted
Carrying Value
End of
Second Quarter

7

Book/Adjusted
Carrying Value
Endof
Third Quarter

8

Book/Adjusted

Carrying Value

December 31
Prior Year

BONDS

1
2
3
4.
5,
6

Class 1
Class 2
Class 3
Class 4.
Class 5.
Class 6.

Total Bonds........

PREFERRED STOCK

8
g
.
1
2
3




STATEMENT AS OF JUNE. 30, 2005 OF THE Memphis Managed Care Corp.

SCHEDULE DA - PART 1

Short-Term Investments Owned End of Current Quarter

1 2 3 4 5
Interest Paid for Accrued
Book/Adjusted Actual Collected interest
Carrying Value Par Value Cost Year To Date Year To Date
8299989 Tolals ... 3,120,000 XXX f 342,000 f......L 35,786 1

SCHEDULE DA - PART 2 - VERIFICATION

Short-Term Investments Owned

=

3

o3

1 2

Prior Year Ended
Year To Dale December 31
1. Book / adjusted carrying value, December 31 of proryear ...
2. Cost of short-term investments acquired ... ... L0000 )L
3. Increase (docrease) by adjustment ................. U RUUUUE U RS RIPUY PRUPEUTPSIPISPTPRN
4. Increase {decrease) by foreign exchange adjustment ...
5. Total profit {loss) on disposal of short-term investments

w @ o~ o

. Consideration received on disposal of short-term investments
. Book { adjusted carrying value, current period
. Tolal valuation allowance
. Subtotal {Line 7 pius Line 8}
. Total nonadmitied amounts

. Statement value {Line § minus Line 10)
. Income collected during period ...

. Income earned during period
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STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

SCHEDULE S - CEDED REINSURANCE

Showing All New Reinsurers - Current Year to Date

1 2 3 4 5
NAIC Federal Is nsurer
Company iD Authorized?

Code Number Name of Reinsurer Location (Yes or No}

NONE




STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

Direct Business Only Year o Date

3 4 5 6
Federal
Employees

States, Etc.

Guaranty
Fund
{Yes or No)

s Insurer
Licensed ?
(Yes or Noj

Accident and
Heaith
Premiums

Medicare
Title XVIlt

Medicaid
Title XiX

Health Benefits
Program
Premiums

7
Life and
Annuity
Premiums and
Deposit-Type
Contract Funds

Property/
Casualty
Premiums

1. Alabama...............
2. Aaska..
3. Arizona .
4. Arkansas. ..
5. California
6
7
8

. Colorado . ..
. Connecticul.

. Delaware
9. District of Columbia.
10, Florida.......... .
11, Georgia.
12, Hawai
13, ldaho.
4. lincis ..
5. indiana. .
16. lowa....
7. Kansas..

22, Massachuselts
23, Michigan ... ..
24, Minnesota. .
25, Mississippi .
2. Missouri.

30, New Hampshire ..
31, New Jersey..
32. New Mexico
33, NewYork ...
34, North Carolina
35. North Dakota .
36. Ohio.......
37. Oklahoma ..
38. Oregon.....
39. Pennsylvania .
40. Rhode Island .
4. South Carclina
4. South Dakota .
43. Tennessee ...
44, Texas...
45. Utah.. ..
46. Vermont
47. Virginia. . ..
48, Washington
49. West Virginia . ..
50, Wisconsin .
5t Wyoming.....
52. American Samoa
53. Guam..........
54. PuertoRico........
55. U.S. Virgin Istands .
5. Canada...........
57, Aggregate Other Alien.
58. Subtofal........................ e .

59.  Reporting entity contributions for Employee Benefit Plans. .
60. Total {Direct Business)

DETAILS OF WRITE-INS
5001 ...

S8
5798.  Summary of remaining writ low page ..
5799. Total {Line 5701 through Line 5703 plus Line 5798) (Line 57 above)

{a) Insert the number of yes responses except for Canada and Other Alien.
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STATEMENT AS OF JUNE 30, 2005 OF THE Memphis Managed Care Corp.

SCHEDULE E - PART 1- CASH

Month End Depository Baiances

1 2 3 4 5 Book Balance at End of Each
Month During Current Quarter
Depository Amount of Amount of
interest Interest Accrued 6 7 8
Rate of Received During at Current
Name Location and Supplemental information Code interest Current Quarter | Statement Date First Month Second Month Third Month
Open Deposfiories
GENERAL OPERATING........... CNBC L e e e BB L 588 115,98 .
INVESTMENT ...... . .. NBC . . N T Lo404,899 L 3124098 L 31471
GENERAL OPERATING .. AMSOUTH . L2919 382,294 ... 4,743,186 .
CLAIMS ........... .. AMSOUTH {14,186,650) ... (12,305,733} ... (12,218,244) .
PAYROLL .. AMSOUTH L3342 L (8B,603) L .
ESCROW .. .. NBC ... L3 . L2858 .80 L 232,618 .
TRUST ... ... ... AMSOUTH ... - . BV B L 13,700,283 L W37 L 15842572
0199999 - TOTAL - Open DEPOSIKONES ... ..o\t waa2 ... Lo §1T3798 5797428 . 11,850,831 .
0399999 - TOTAL Cash on DEPOSIL ... ... oo e WAL 9,173,718 ... 5,797,428 ... 11,650,831
0499999 - Cash in Company's Office ... 600 ... 600 ... 600 .
0890008 « TOT AL S o W2,202 . 9,174,383 ... 5798,08 ... 11,651,411
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Report #2A: TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year

Previous Year

Member Months
REVENUES:
1 TennCare Capitation
2 Investment
3 Other Revenue
4 Total Revenue

EXPENSES:
Medical and Hospital Services
5 Capitated Physician Services
6 Fee for Service Physician Services
7 Inpatient Hospital Services
8 Outpatient Services
9 Emergency Room Services
10 Mental Health Services
11 Dental Services
12 Vision Services
13 Pharmacy Services
14 Home Health Services
15 Chiropractic Services
16 Radiology Services
17 Laboratory Services
18 Durable Medical Equipment Services
19 Transportation Services
20 Outside Referrals

21 Medical incentive Pool and Withhold Adjustments

22 Occupancy Depreciation and Amortization

23 Other Medical and Hospital Services

24 Subtotal

25 Reinsurance Expense Net of Recoveries
LESS:

26 Copayments

27 Subrogation

28 Coordination of Benefits

29 Subtotal

30 TOTAL MEDICAL AND HOSPITAL

Administration
31 Compensation
32 Marketing
33 Interest Expense
34 Premium Tax Expense
35 Occupancy Depreciation and Amortization
36 Other Administration

37 TOTAL ADMINISTRATION
38 TOTAL EXPENSES

39 NET INCOME (LOSS)

Current Year to Date

Period Total Total
576,158 1,152,980 2,369,087
94,057,318 183,581,005 366,975,393
194,647 345,954 247,606
- - 764,874
94,251,965 183,926,958 390,850,243
2,777,744 5,828,731 11,513,525
20,684,647. 39,302,698 89,264,441
17,855,715 36,832,134 73,923,828
78,216 94,493 270,682
7,519,110 14,378,207 23,979,250
4178 11,670 34,970
- - 49,461
403,259 914,302 2,618,960
- 2,511 37,822
742,302 1,984,636 2,983,935
1,314,859 2,791,870 10,509,469
2,858,907 5,718,906 10,309,176
175,192 753,929 7,271,374
1,079,337 1,928,724 4,441,843
30,448,630 57,025,950 97,558,604
85,942 096 167,568,762 334,767,340
737,027 1,760,123 2,696,067
188,578 372,336 304,885
137,169 240,673 487,529
325,747 613,010 792,414
86,353,376 168,715,874 336,670,993
2,499,286 5,029,374 9,779,655
14,444 39,866 83,143
224,863 466,494 1,191,557
2,511,721 4,798,096 11,807,077
5,250,315 10,333,831 22,961,433
91,603,691 179,049,705 359,632,426
2,648,273 4,877,253 8,355,447
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Statement of Actuarial Opinion

I, A. Kirk Twiss, am associated with the firm of Reden & Anders, Ltd., and am a Member of the
American Academy of Actuaries. Reden & Anders, Ltd. has been retained by Memphis
Managed Care Corp. (MMCC) with regard to claim liabilities and related items. | meet the
Academy qualification standards for rendering the opinion and | am familiar with the valuation
requirements applicable to MMCC.

| have examined the actuarial assumptions and actuarial methods used in determining claim
liabilities listed below, as shown in the quarterly statement of MMCC, as prepared for filing with
state regulatory officials as of June 30, 2005:

Claims Unpaid (restated April 2002) $0
(Page 3, Line 1)

Remaining IBNR as of 6/30/2005 $32,518,922
(MFT report)

| have relied on listings and summaries of claims and other relevant data, as prepared by
MMCC. | relied on Arthur Ansert, CFO for the accuracy of the data as expressed in the
attached statement. In other respects, my examination included such review of the actuarial
assumptions and actuarial methods used and such tests of the actuarial calculations as |
considered necessary.

| have not reviewed the financial position of any party related by contract to MMCC. | have
assumed that such parties are in a financial position to meet all liabilities resulting from such
contracts.

In my opinion, the amounts carried in the balance sheet on account of items identified above:

1. Are in accordance with presently accepted actuarial standards consistently applied and
are fairly stated in accordance with sound actuarial principles;

2. Are based on actuarial assumptions which produce reserves at least as great as those
called for in any contract provisions and appropriate to the purpose for which the
Statement was prepared;

3. Meet the requirements of the insurance laws and regulations of the state of Tennessee
and are at least as great as the minimum aggregate amounts required by Tennesseg;

4. Make a good and sufficient provision for all unpaid claims of the organization under the
terms of its contracts and agreements;



5. Are computed on the basis of assumptions consistent with those used in computing the
corresponding items in the annual statement of the preceding year-end; and

6. Include provision for all actuarial items which ought to be established.
| have reviewed the Underwriting and Investment Exhibit, Part 2B. The schedule was prepared

consistent with Section 3.6, Follow-Up Studies contained in Actuarial Standard of Practice No.
5, Incurred Health Claim Liabilities.

The reserves and related actuarial items identified above make adequate provision for the
anticipated cash flows related to the contractual obligations and expenses of MMCC, when
considered in conjunction with the assets held by MMCC with respect to such reserves and
related actuarial items, including, but not limited to, the cash flows on such assets and the
considerations anticipated to be received under such policies and contracts.

The actuarial methods, considerations and analyses used in forming my opinion conform to the

appropriate Standards of Practice as promulgated by the Actuarial Standards Board, which
standards form the basis of this statement of opinion.

Wit TI

A. Kirk Twiss

Fellow, Society of Actuaries

Member, American Academy of Actuaries
AKT:bc

October 4, 2005

Reden & Anders, Ltd.

200 W. Madison Street, Suite 2450
Chicago, Tennessee 60606

(312) 429-3905



